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INDEPENDENT AUDITORS’ REPORT

To the Agency Members

New Jersey Housing & Mortgage Finance Agency

Trenton, New Jersey

We have audited the accompanying balance sheets of the New Jersey Housing & Mortgage Finance

Agency, which includes its wholly-owned subsidiaries, (the “Agency”), (a component unit of the

State of New Jersey), as of June 30, 2001 and 2000, and the related statements of income and

cash flows for the years then ended.  These financial statements are the responsibility of the

Agency’s management.  Our responsibility is to express an opinion on these financial statements

based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United

States of America.  Those standards require that we plan and perform the audit to obtain reason-

able assurance about whether the financial statements are free of material misstatement.  An

audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements.  An audit also includes assessing the accounting principles used and signifi-

cant estimates made by management, as well as evaluating the overall financial statement presen-

tation.  We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial posi-

tion of the Agency as of June 30, 2001 and 2000, and the results of its operations and its cash

flows for the years then ended in conformity with accounting principles generally accepted in the

United States of America.

Our audits were conducted for the purpose of forming an opinion on the financial statements taken

as a whole.  The supplemental information, which is the responsibility of the Agency’s manage-

ment, presented in Schedules 1 through 4, is presented for purposes of additional analysis and is

not a required part of the financial statements.  Such information has been subjected to the audit-

ing procedures applied in our audits of the financial statements and, in our opinion, is fairly stated

in all material respects when considered in relation to the financial statements taken as a whole.

August 17, 2001

Deloitte & Touche LLP
Two Hilton Court
P.O. Box 319
Parsippany, New Jersey 07054-0319

Tel: (973) 683-7000
Fax: (973) 683-7459
www.us.deloitte.com
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NEW JERSEY HOUSING & MORTGAGE FINANCE AGENCY

BALANCE SHEETS
JUNE 30, 2001 AND 2000
(In Thousands)

Single- Multi-
Family Family

Mortgage Housing Administrative STAR ABC 2001 2000
Component Component Fund Corporation Corporation Total Total

ASSETS

CASH AND CASH EQUIVALENTS - SUBSTANTIALLY 25,676$         92,232$         630,094$    1$           117$      748,120$      686,667$      
  RESTRICTED (Note 4)

INVESTMENTS - SUBSTANTIALLY RESTRICTED (Note 4) 347,390         211,810         24,132         -               -               583,332         674,296         

ESCROW DEPOSITS -                       -                       -                     -               93           93                    121                 

ACCRUED INTEREST RECEIVABLE ON INVESTMENTS 5,257              2,356              480               -               -               8,093              9,662              

CITY OF CAMDEN RCA RECEIVABLE -                       -                       -                     -               45           45                    -                       

MORTGAGE LOANS RECEIVABLE - Net (Note 5) 1,218,071     1,072,104     63,777         -               -               2,353,952     2,352,886     

DEBT SERVICE ARREARS RECEIVABLE - Net (Note 6) 6,534              1,096              174               -               -               7,804              8,451              

INTEREST RECEIVABLE ON CONSTRUCTION ADVANCES                                             
  AND MORTGAGES -                       -                       1,675           -               -               1,675              1,675              

DUE FROM LOAN SERVICERS AND INSURERS 4,030              -                       9                    -               -               4,039              4,175              

SUPPLEMENTAL MORTGAGES AND OTHER LOANS - Net 
  (Note 7) -                       -                       174,989      -               -               174,989         159,009         

DEFERRED CHARGES - BOND ISSUANCE COSTS - Net 9,132              6,660              3,428           -               -               19,220           20,348           

DEFERRED ECONOMIC LOSS ON DEFEASANCE OF BONDS -                       11,820           -                     -               -               11,820           10,772           -               
REAL ESTATE OWNED 3,039              -                       254               -               -               3,293              3,662              

PROPERTY, PLANT AND EQUIPMENT - Net (Note 8) -                       -                       13,531         4,078     983         18,592           19,059           

OTHER ASSETS 360                 283                 1,110           216         976         2,945              3,075              
DUE FROM OTHER FUNDS -                       -                       16,606         -               -               16,606           14,252           
                                                                                      
TOTAL ASSETS 1,619,489$   1,398,361$   930,259$    4,295$   2,214$   3,954,618$   3,968,110$   

                                                                                                                                                                  
LIABILITIES AND RETAINED EARNINGS                                                                                                                                                       
LIABILITIES:                                                                                     
  Bonds and obligations - net (Note 9) 1,457,215$   1,206,795$   -     $             -     $       -     $       2,664,010$   2,755,620$   
  Due to Camden RCA Fund and 1997 Unsafe Building
    Demolition Bond Act -                       -                       -                     -               976         976                 1,233              
  Accrued interest payable on bonds and obligations 20,320           12,543                                                           32,863           36,364           
  Advances from the State of New Jersey for bond                                                                                             
    and housing assistance -                       1,779              25,473         -               -               27,252           27,338           
  Minimum escrow requirement -                       8,730              642               -               -               9,372              8,684              
  Funds held in trust for mortgagors (Note 10) -                       8,322              185,732      -               -               194,054         190,142         
  Mortgagor escrow deposits (Note 11) -                       7,485              196,838      -               -               204,323         194,691         
  Subsidy payments received in advance -                       -                       44,022         -               -               44,022           28,315           
  Deferred revenues -                       -                       2,324           -               -               2,324              2,445              
  Other liabilities 2,018              927                 7,270           942         -               11,157           9,238              
  Due to HUD -                       317                 -                     -               -               317                 623                 
  Due to other funds 6,247              6,711              -                     3,603     45           16,606           14,252           

                                                                                                        
           Total liabilities 1,485,800     1,253,609     462,301      4,545     1,021     3,207,276     3,268,945     

                                                                                                        
RETAINED EARNINGS (Note 12):                                                             
  Restricted under bond and obligation resolutions 133,689         144,752         -                     -               -               278,441         287,291         

Obligation Funds
Bond and

  Appropriated administrative fund retained earnings -                       -                       191,528      -               -               191,528         135,375         
  Administrative fund retained earnings -                       -                       276,430      (250)       1,193     277,373         276,499         

                                                            
           Total retained earnings 133,689         144,752         467,958      (250)       1,193     747,342         699,165         

                                                            

TOTAL LIABILITIES AND RETAINED EARNINGS 1,619,489$   1,398,361$   930,259$    4,295$   2,214$   3,954,618$   3,968,110$   

See notes to financial statements.
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NEW JERSEY HOUSING & MORTGAGE FINANCE AGENCY

INCOME STATEMENTS
YEARS ENDED JUNE 30, 2001 AND 2000
(In Thousands)

Single- Multi-
Family Family Adminis-

Mortgage Housing trative STAR ABC 2001 2000
Component Component Fund Corporation Corporation Total Total

OPERATING REVENUES:
  Interest income:
    Mortgage loans 86,669$      81,776$     6,576$       -     $       -     $       175,021$  176,869$  
    Investments 22,686         22,989       17,842       -               -               63,517       58,828       

                                                                                                            
           Total interest income 109,355      104,765     24,418       -               -               238,538     235,697     

                                                                                                            
  Equity in earnings of partnership interest                                                                                     -                   632             
  Fees and charges -                     5,908          8,047          -               -               13,955       12,627       
  Other income - net -                     454             557             -               467         1,478          5,364          
  Unrealized (loss) gain in investment securities -                     740             45                -               -               785             (3,881)        

                                                                                                            
           Total operating revenues 109,355      111,867     33,067       -               467         254,756     250,439     

                                                                                                            
OPERATING EXPENSES:                                                                                                             
  Interest 83,235         81,068       -                   -               -               164,303     169,483     
  Insurance costs 1,522           512             444             -               -               2,478          2,458          
  Servicing fees and other 4,385           283             69                -               -               4,737          4,678          
  Salaries and related benefits 1,741           5,832          6,050          -               -               13,623       12,681       
  Professional services and financing costs 234               739             908             -               -               1,881          1,754          
  General and administrative expenses 1,098           1,938          3,483          2,116     -               8,635          5,487          
  Amortization of economic loss on defeasance of bonds -                     700             -                   -               -               700             632             
  Loss on sale of real estate owned 1,894           -                                     -               -               1,894          1,102          
  Provision for loan losses (Note 2) 786               3,168          1,919          -               -               5,873          2,753          
  Transfer of interest of Norman Towers to general partner (Note 2) -                     -                   -                   -               -               -                   3,883          
  Other -                     -                   -                   454         1,289     1,743          823             

                                                                                                            
           Total operating expenses 94,895         94,240       12,873       2,570     1,289     205,867     205,734     

                                                                                                            
OPERATING INCOME (LOSS) BEFORE  EXTRAORDINARY 
  ITEM 14,460         17,627       20,194       (2,570)    (822)       48,889       44,705       

                                                                                                            
EXTRAORDINARY ITEM (Note 3):                                                                                                             
  Loss on early extinguishment of debt 712               -                   -                   -               -               712             9,389          

                                                                                                            
          Operating income (loss) after extraordinary item and before                                                                                                             
            operating transfers 13,748         17,627       20,194       (2,570)    (822)       48,177       35,316       

                                                                                                            
OPERATING TRANSFERS (TO) FROM OTHER FUNDS 295               (40,520)      38,163       997         1,065     -                   -                   

                                                                                              
           Net income (loss) 14,043         (22,893)      58,357       (1,573)    243         48,177       35,316       

                                                                                                            
RETAINED EARNINGS, BEGINNING  OF YEAR 119,646      167,645     409,601     1,323     950         699,165     663,849     

                                                                                                            
RETAINED EARNINGS, END OF YEAR 133,689$    144,752$  467,958$  (250)$     1,193$   747,342$  699,165$  

                              
See notes to financial statements.

Obligation Funds
Bond and
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NEW JERSEY HOUSING & MORTGAGE FINANCE AGENCY

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2001 AND 2000

(In Thousands)

Single- Multi-
Family Family Adminis-

Mortgage Housing trative STAR ABC 2001 2000
Component Component Fund Corporation Corporation Total Total

CASH FLOWS FROM OPERATING ACTIVITIES:
  Operating income (loss) before extraordinary item 14,460$     17,627$     20,194$     (2,569)$     (822)$        48,890$     44,705$     
  Adjustments to reconcile operating income (loss) to net cash provided by                                                                                                       
    operating activities:                                                                                                       
    Provision for loan losses 786            3,168         -                -                -                3,954         2,753         
    Amortization of economic loss on defeasance of bonds -                700            -                -                -                700            632            
    Depreciation expense -                -                1,280         2,117         -                3,397         1,277         
    Equity in earnings of partnership interest -                -                -                -                -                -                (632)          
    Net (increase) decrease in loans 30,567       (26,725)     (24,195)     -                -                (20,353)     (52,787)     
    Decrease (increase) in accrued interest receivable on investments (640)          2,215         (6)              -                -                1,569         (1,355)       
    Decrease (increase) in due from loan servicers and insurers 105            -                31              -                -                136            (485)          
    Decrease in deferred charges bond issuance cost - net (20)            409            739            -                -                1,128         10,779       
    Increase in economic loss on defeasance of bonds -                (1,748)       -                -                -                (1,748)       -                
    Decrease in fees and charges -                -                -                -                -                -                14              
    Disposal of real estate 310                            59              -                -                369            179            
    Increase in due to Norman Towers -                -                -                -                -                -                2,724         
    Decrease in due to Norman Towers -                -                -                -                -                -                (2,724)       
    Decrease (increase) in other assets 22              (104)          91              (136)          213            86              (1,064)       
    (Increase) decrease in due to/due from other funds 423            1,887         (2,354)                       44              -                -                
    Decrease in advance from the State of New Jersey                                                                                                       
      for bond and housing assistance -                -                (86)            -                -                (86)            (3,599)       
    (Decrease) increase in minimum escrow requirement -                502            186            -                -                688            133            
    Increase (decrease) in funds held in trust for mortgagors -                158            3,754         -                -                3,912         40,895       
    Decrease in escrow deposits -                -                -                -                28              28              63              
    Increase in mortgagor escrow deposits -                250            9,382         -                -                9,632         11,342       
    Decrease in subsidy payments received in advance -                -                15,707       -                -                15,707       (4,148)       
    Decrease in deferred revenue -                -                (121)          -                -                (121)          (1,698)       
    (Decrease) increase in other liabilities 652            (221)          1,386         107            (264)          1,660         676            
    (Decrease) increase in accrued interest payable on bonds (380)          (3,121)       -                -                -                (3,501)       4,243         
    Operating transfers (to) from other funds 295            (40,520)     38,163       997            1,065         -                -                

                                                                                                      
           Net cash provided by operating activities 46,580       (45,523)     64,210       516            264            66,047       51,923       

                                                                                                
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:                                                                                       
  Proceeds from the sale of bonds and obligations 150,000     125,132     -                -                -                275,132     427,770     
  Retirement of bonds and obligations (170,710)   (196,032)   -                -                -                (366,742)   (371,478)   
  Loss on early extinguishment of debt (712)          -                -                -                -                (712)          (9,389)       
  (Decrease) increase in due to HUD -                (306)          -                -                -                (306)          623            
  Interest paid on bonds -                -                -                -                -                -                -                

                                                                                                      
           Net cash used in noncapital financing activities (21,422)     (71,206)     -                -                -                (92,628)     47,526       

                                                                                                
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:                                                                                 
  Additions to property, plant and equipment -                -                (2,229)       (536)          (1,172)       (3,937)       (2,518)       
  Proceeds from insurance from stolen capital assets -                -                6                -                6                -                
  Proceeds from disposal of land -                -                -                -                1,007         1,007         -                

                                                                                                
           Net cash used in capital and related financing activities -                -                (2,223)       (536)          (165)          (2,924)       (2,518)       

                                                                                                
CASH FLOWS FROM INVESTING ACTIVITIES:                                                                                       
  Purchases of investments (467,132)   (301,650)   (500)          -                -                (769,282)   (927,490)   
  Sales/maturities of investments 425,923     434,554     -                -                -                860,477     893,135     
  Interest on investments -                -                -                -                -                -                -                
  Market value adjustment/premium discount -                (151)          (86)            -                -                (237)          4,162         

  Proceeds from partnership interest -                -                -                -                -                -                3,883         
                                                                                                      

           Net cash provided by (used in) investing activities (41,209)     132,753     (586)          -                -                90,958       (26,310)     
                                                                                                

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (16,051)     16,024       61,401       (20)            99              61,453       70,621       

                                                                                                      
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 41,727       76,208       568,693     21              18              686,667     616,046     

                                                                                                      
CASH AND CASH EQUIVALENTS, END OF YEAR 25,676$     92,232$     630,094$   1$              117$          748,120$   686,667$   

See notes to financial statements.

Obligation Funds
Bond and



NEW JERSEY HOUSING & MORTGAGE FINANCE AGENCY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2001 AND 2000
(Dollar Amounts in Thousands)

1. DESCRIPTION OF THE AGENCY

Authorizing Legislation and Organization - The New Jersey Housing & Mortgage Finance Agency

(the “Agency”), which is established in, but not part of, the Department of Community Affairs, is a

body, corporate and politic, created by the New Jersey Housing & Mortgage Finance Agency Law of

1983, constituting Chapter 530, Laws of New Jersey, 1983 (the “Act”), which combined the New

Jersey Housing Finance Agency and the New Jersey Mortgage Finance Agency into a single agency.

The Agency is considered to be a component unit of the State of New Jersey and, as such, is a

nontaxable entity.

The initial legislation and subsequent amendment grant the Agency the power to obtain funds

through bond sales and to use the proceeds to finance the construction and rehabilitation of hous-

ing projects for families of low and moderate income by providing mortgage loans to qualified

housing sponsors or to increase the funds available for residential mortgage and rehabilitation or

improvement loans.  In addition, the Agency is authorized to make loans to boarding home opera-

tors for life safety improvements.

The Agency is governed by nine members:  the Commissioner of the Department of Community

Affairs who serves as Chair, the State Treasurer, the Attorney General, the Commissioner of

Banking and Insurance, and the Commissioner of the Department of Human Services who are

members of the New Jersey Housing & Mortgage Finance Agency ex officio, and four persons

appointed by the Governor with the advice and consent of the State Senate for terms of three

years.

Certain bonds and other obligations issued under the provisions of the Act are general obligations

of the Agency to which its full faith and credit are pledged.  Certain mortgages issued from the

proceeds of Multi-Family Housing Revenue Bonds are insured by the Federal Housing

Administration and one of these issues is Government National Mortgage Association (“GNMA”)

backed.  The Agency has no taxing power, however, certain bonds issued are separately secured,

special and limited obligations of the Agency.  See Note 9 to the financial statements for a more

detailed discussion of the Agency’s bonds, notes and obligations.

On April 29, 1996, the Board Members of the Agency approved the formation of a wholly-owned

subsidiary corporation, the STAR Corporation (“STAR”).  The Board of Trustees and the officers of

STAR are Agency employees.  The Agency Board has authorized STAR to act as interim owner of

certain multi-family projects including Amity Village I and II and Phase II of the Scattered Site

AIDS Program.

On April 17, 1997, the Board Members of the Agency approved the formation of a wholly-owned

subsidiary corporation, the ABC Corporation (“ABC”).  The Corporation shall have a Board of
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Directors comprised of not less than four and not more than seven Directors.  The Board may con-

sist of four State Directors and three Camden Directors as follows: The Commissioner of the New

Jersey Department of Community Affairs, ex officio, or his or her designee; the Executive Director

of the Agency, ex officio, or his or her designee; two employees of the Agency appointed by, and

serving at the pleasure of the Executive Director of the Agency; the Mayor of the City of Camden,

ex officio, or his or her designee; the Executive Director of the Camden Redevelopment Agency, ex

officio, or his or her designee; and one resident of Camden appointed by a majority of the other

directors to serve for a term of two years.

Federal Subsidy Programs - Many of the Agency-financed Multi-Family Housing projects (the “proj-

ects”) have entered into subsidy contracts with the U.S. Department of Housing and Urban

Development (“HUD”) under Section 236 of the National Housing Act, as amended, or under

Section 8 of the United States Housing act of 1937, as amended (Note 5).  The subsidies, paid to

the Agency for the account of the respective projects, have been pledged, under the terms of the

bond resolutions, for the security of the bondholders.

The Section 8 program provides for payment of housing assistance payments to or for the account

of the owners of projects assisted under such program.  The housing assistance payments repre-

sent the difference between the total contract rents (an average of 141% of fair market rents as

determined by HUD) for such developments and the eligible tenants’ rental payments, which are

up to 30% of each such tenant’s adjusted income.  The housing assistance payments, as adjusted

from time to time by HUD to reflect changing economic conditions and subject to the limitations of

the Section 8 program, together with the tenants’ rental payments, are used to pay all operating

costs of the project and debt service on the project’s mortgage.

The Section 8 Housing Assistance Payments (“HAP”) received by the projects amounted to approx-

imately $192,264 and $171,195 for the years ended June 30, 2001 and 2000, respectively.

The Section 236 program provides for interest reductions on mortgages of projects assisted under

the program.  HUD subsidizes the difference between the actual amortization schedule on the

mortgages and an amortization schedule based upon a 1% interest rate.  Several Section 236

projects also receive additional rental assistance for eligible tenants.  The payments represent the

difference between contract rent (as defined above) and the tenants’ eligible rental payments.

The Section 236 Interest Reduction Payments (“IRP”) received by the Agency amounted to approx-

imately $18,053 for the years ended June 30, 2001 and 2000.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Funds - Pursuant to the Agency’s bond and obligation resolutions (the bond resolu-

tions), separate funds have been established to record all transactions relating to each of the bond

resolutions.  Within each fund there are accounts required by the respective bond resolutions.

Assets under the respective bond resolutions are restricted and are not available for any other pur-

pose other than as provided.

New Jersey Housing and Mortgage Finance Agency 6



The Agency has established an Administrative Fund which is used to record transactions which are

not directly related to a specific bond resolution.

The financial statements include the accounts of the Agency, STAR and ABC.  All significant inter-

company accounts and transactions have been eliminated.

Reporting Entity - The GASB establishes the criteria used in determining which organizations

should be included in the Agency’s financial statements.  Generally accepted accounting principles

require the inclusion of the transactions of government organizations for which the Agency is

financially accountable.

The extent of financial accountability is based upon several criteria including: appointment of a

voting majority, imposition of will, financial benefit to or burden on a primary government and

financial accountability as a result of fiscal dependency.

The Agency is a component unit included in the State of New Jersey’s comprehensive annual finan-

cial report.

Cash Equivalents - Cash equivalents include amounts held in the State of New Jersey Cash

Management Fund which include obligations of banking institutions of which a substantial portion

are either secured by investments in governmental obligations or are FDIC insured.  Cash equiva-

lents are considered highly liquid investments with a maturity of three months or less when pur-

chased and include short-term highly liquid money market funds, overnight repurchase agree-

ments and amounts held in a tax free cash management fund, all of which are readily convertible

to known amounts of cash.

Investments - Investments are accounted for in accordance with GASB Statement No. 31,

Accounting and Financial Reporting for Certain Investments and External Investment Pools.

Therefore, United States Government and Agency securities are reported at market value.

Interest in Partnership - During 1996, the Agency received 17 limited partnership interests in the

Norman Towers Development, which represents a 49% ownership interest.  These interests were

subsequently transferred to the STAR Corporation were being held as an asset.  The general part-

ner of the Norman Towers limited partnership had the ability to repurchase the limited partnership

interests for $2,272.  Both the terms of the repurchase and of the interest transfer are a matter of

public record and can be obtained at STAR with adequate notice.

During April 2000, the general partners of Norman Towers exercised the option to repurchase the

17 limited partnership interests from the Agency for approximately $2,724.  The total repurchase

price was comprised of a $133.7 principal cost and a $26.6 interest cost per partnership interest.

Pursuant to the agreement between Norman Towers and the Agency, “all monies paid by the gen-

eral partners to the Agency or its assignee upon exercise the option were immediately remitted by

the Agency to the project.”  The general partner used residual receipts generated from the prepay-

ment of its Agency financed mortgage to repurchase the 17 limited partnership interests.  

7 New Jersey Housing and Mortgage Finance Agency 



Therefore, at the prepayment mortgage closing (April 2000) the STAR Corporation simultaneously

reimbursed the Norman Towers limited partnership for the $2,724 purchase price.

Upon completion of the transfer of interest to Norman Towers, STAR eliminated their investment in

Norman Towers for the year ended June 30, 2000.

STAR’s interest in Norman Towers was accounted for under the equity method.  During the year

ended June 30, 2000, STAR recognized income of $632 relating to this equity interest and received

distributions of $57.

Property, Plant and Equipment and Related Depreciation - Property, plant and equipment are stat-

ed at cost.  Depreciation and amortization are provided using the straight-line method over the

estimated useful lives of the assets.

Expenditures for maintenance and repairs are charged to operating expenses.  Renewals and bet-

terments are capitalized.  At the time properties are retired or otherwise disposed of, their cost

and related accumulated depreciation are eliminated from the accounts and the gains or losses

from such disposals are credited or charged to operations.

Funds and Deposits Held for Projects - Certain funds and deposits are held by the Administrative

Fund of the Agency for projects in interest-bearing accounts.  Such interest accrues to the benefit

of the projects and is not recorded as Agency revenue.

Operations - Fees and charges income in the Multi-Family Housing Component includes an annual

servicing fee on the mortgages which generally range from zero to 0.65 of 1% of the original

mortgage.  These fees are amortized into income over the lives of the loans by the use of a

method that approximates the level yield method, accrued as due monthly.

The Housing Finance Fund requirements receivable represents fees and charges due, but not col-

lected, from projects originally funded under the Multi-Family General Housing Loan Bonds.  The

fees and charges are due over the life of the bonds to fund the Housing Finance Fund require-

ments related to these bond resolutions.  The housing finance fees past due have been recorded

as receivables with revenues offset by reserves until they are collected.

Interest expense on the bonds and obligations include amortization of bond discount and premium

using the effective interest method.

The Agency periodically reviews its mortgage loans receivable, debt service arrears receivables,

supplemental mortgages and other loans and provides for possible losses.  Loans are considered

delinquent when principal and interest payments are 30 days past due.

Mortgage Loans  - Mortgage loans are stated at principal amounts outstanding, net of unearned

discount.  Interest income on first mortgage loans is accrued and credited to interest income as

earned.  Loan origination costs and commitment fees are deferred and recognized over the life of

the mortgage loan as an adjustment to the loan’s yield.  The Agency is involved in foreclosure pro-
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ceedings relating to both single and multi-family mortgages.  For single-family mortgages, the

Agency allows its outside servicers to represent them in Agency-approved foreclosure proceedings.

The Agency enacts foreclosure proceedings against Multi-Family loans at the direction of its execu-

tive director with the approval of the Agency’s Board.  The Agency is the first lienholder for all

supplemental mortgages.  Interest income on supplemental mortgages is not accrued, but is cred-

ited to income as collected.

Allowance for Loan Losses - Certain projects have not generated sufficient cash flow to meet both

operating expenses and debt service payments as a result of delays in attaining full occupancy lev-

els, rising operating costs, or a combination thereof.  The Agency has developed programs

designed to provide adequate cash flow for these projects by obtaining additional rental assistance

subsidies from HUD, rent increases, additional contributions by limited-dividend sponsors, the

State of New Jersey Bond and Housing Assistance Funds and the Agency’s Administrative Fund.

The Agency has provided allowances for loan losses aggregating $134,420 and $122,723 as of

June 30, 2001 and 2000, respectively, against mortgage loans receivable, debt service arrears

receivable, supplemental mortgages, other loans, and fees and charges including provision for

negative cash flows and cost overruns for these projects.  The allowance is an amount that man-

agement believes will be adequate to absorb possible losses on existing loans that may become

uncollectible, based on evaluations of the collectibility of the loans.  The evaluations take into con-

sideration such factors as changes in the nature and volume of the loan portfolio, overall portfolio

quality, review of specific problem loans and current economic conditions that may affect the bor-

rowers’ ability to pay.  Economic conditions may result in the necessity to change the allowance

quickly in order to react to deteriorating financial conditions of the Agency’s borrowers.  As a

result, additional provisions on existing loans may be required in the future if borrowers’ financial

conditions deteriorate or if real estate values decline.

Advances from the State of New Jersey for Bond and Housing Assistance - Pursuant to the provi -

sions of agreements with the State of New Jersey Department of Community Affairs, the Agency

has received funds from the 1968 and 1976 State of New Jersey General Obligation Bond

Assistance Funds.  These funds have been pledged as security for the bonds of certain bond reso-

lutions and to provide supplemental financing to certain housing projects (Note 7).

Advances from the State of New Jersey for Affordable Housing - Pursuant to the provisions of an

agreement with the State of New Jersey Department of Community Affairs, the Agency has

received funds to facilitate the building of low income projects.  Outstanding project commitments

amounted to $2,875 and $3,081 as of June 30, 2001 and 2000, respectively.

Minimum Escrow Requirement - In accordance with the bond resolutions and/or deed and regula-

tory agreements, substantially all permanently financed projects are required to deposit with the

Agency one month’s principal and interest on their mortgage loans as security against the late

payment of subsequent remittances.

New Accounting Pronouncements - During 1999, the Governmental Accounting Standards Board

issued Statement No. 34, Basic Financial Statement - and Management’s Discussion and Analysis -

for State and Local Governments (“GASB 34”).  GASB 34 is effective for financial statements for
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periods beginning after June 15, 2001.  The Agency has not completed the process of evaluating

the impact on the financial statements of adopting GASB 34.

Reclassifications - The 2000 financial statements contain the reclassification of certain amounts

which have been made in order to conform to the classifications used in 2001.

Use of Estimates - The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the

date of the financial statements and the reported amounts of revenues and expenses during the

reporting period.  Actual results could differ from those estimates.

3. EXTRAORDINARY ITEM

During the years ended June 30, 2001 and 2000, the Agency repurchased or redeemed, prior to

their scheduled maturity, the principal amount of certain of its bonds, totaling approximately

$288,735 and $299,775, respectively.  Net losses of $712 and $9,389 for the years ended June

30, 2001 and 2000, respectively, on early extinguishment of debt have been recorded as an

extraordinary item.  These losses arise as a result of immediate recognition of deferred bond

issuance costs, bond discounts that would have been amortized over the life of the applicable bond

issues had they not been retired, and call premiums as required by the board resolutions.

4. CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash, cash equivalents and investments are substantially restricted under the terms of the bond

resolutions primarily for the payment of bond principal and interest expense and the funding of

mortgage loans.  Substantially, all the cash in the Multi-Family and Single-Family Mortgage

Component consists of amounts related to payments for mortgages and those amounts are main-

tained in interest-bearing accounts until invested in accordance with the terms of the Multi-Family

and Single-Family resolutions.  The Multi-Family and Single-Family resolutions limit investments to

obligations of the U.S. Government or its agencies, investments in certain certificates of deposit of

commercial banks which are members of the Federal Reserve System, investments in the State of

New Jersey Cash Management Fund (permitted under substantially all resolutions adopted starting

in 1979), investment agreements and direct and general obligations of any State which meet the

minimum requirements of the resolution.  The Administrative Fund holds investments of a similar

nature as those of the Multi-Family and Single-Family components as approved by the Agency’s

Board.
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Cash and Cash Equivalents - The carrying amounts and the bank balances of the Agency’s cash

deposits as of June 30, 2001 and 2000 were as follows:

New Jersey Cash Management Fund - The State of New Jersey Cash Management Fund is managed

by the State of New Jersey, Division of Investments under the Department of the Treasury.  The

Fund consists of U.S. Treasury obligations, government agency obligations, certificates of deposit

and commercial paper.

Amounts invested in the New Jersey Cash Management Fund as of June 30, 2001 and 2000 are as

follows:

In addition, as of June 30, 2001 and 2000, the Administrative Fund has $62,368 and $60,580,

respectively, invested in a tax-free cash management fund.  This is a commingled fund consisting

generally of short-term New Jersey municipal money market instruments.

Investments - The Agency’s investments have been categorized to give an indication of the level of

risk assumed by the Agency.  Category 1 includes investments that are insured or registered or for

which the securities are held by the Agency or trustee in the Agency’s name.  Category 2 includes

uninsured and unregistered investments for which the securities are held by the trustee’s trust

department or agency.  Category 3 includes uninsured and unregistered investments for which the

securities are held by the trustee or by its trust department or agent, but not in the Agency’s

name.  The Agency Administrative Fund is authorized to use a variety of investments.  The Bond

and Obligation funds are confined to those investments allowed by the applicable bond documents

which have been approved by the Agency’s Board. 

Investments held as of June 30, 2001 have been categorized as follows:
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Carrying Bank Carrying Bank
Amount Balance Amount Balance

Single-family component:
  Insured 204$   253$     207$   251$     
  Collateralized 4,632  4,632    3,791  3,791    
  Uncollateralized 1,969  1,969    173     173       
Multi-family component: -         -           
  Uninsured 335     335       805     805       
Administrative fund: -         -           
  Insured 175     600       365     419       
  Uncollateralized 360     19,932  1,285  16,830  
STAR: -         -           
  Insured 1        1          21       21        
ABC: -         -           
  Insured 100     100       18       58        
  Uncollateralized 17       192       -         -           

7,793$ 28,014$ 6,665$ 22,348$ 

2001 2000

2001 2000

Single-family component 18,871$  37,556$  
Multi-family component 91,897    75,403    
Administrative fund 567,191  506,463  

            
677,959$ 619,422$ 



Investments held as of June 30, 2000 have been categorized as follows:

In connection with certain bond resolutions, investment agreements are entered into by the

Trustees, at the Agency’s instruction, whereby funds are invested with certain financial institutions.

Under certain circumstances, collateralization of the funds may or may not be required or may or

may not be provided.
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Multi-family Component
Par Market

1 2 3 Value Value

Investment agreements -     $    32,949$ 85,798$  118,747$ 118,747$ 
Repurchase agreements -           37,621  -            37,621    37,621    
U. S. Government and
  Agency securities -           -           52,275    52,275    55,442    

 $       70,570$ 138,073$ 208,643$ 211,810$ 

Category

Administrative Component
Category Par Market

1 2 3 Value Value

Investment agreements -     $    -     $    8,218$    8,218$    8,218$    
U. S. Government and
  Agency securities -           -           18,020    18,020    15,214    
Other 200       -           500        700        700        

                                                        
200$      $       26,738$  26,938$  24,132$  

Single-family Component
Category Par Market

1 2 3 Value Value

Investment agreements -     $    -     $    220,601$ 220,601$ 220,601$ 
Repurchase agreements -           85,580  -            85,580    85,580    

-     $    85,580$ 220,601$ 306,181$ 306,181$ 

Multi-family Component
Par Market

1 2 3 Value Value

Investment agreements -     $    61,737$ -     $      61,737$  61,737$  
Repurchase agreements -           28,173  159,360  187,533  187,533  
U. S. Government and
  Agency securities -           -           91,800    91,800    95,293    

-     $    89,910$ 251,160$ 341,070$ 344,563$ 

Category

Administrative Component
Category Par Market

1 2 3 Value Value

Investment agreements -     $  -     $      8,218$    8,218$    8,218$    
U. S. Government and
  Agency securities -         -            18,028    18,028    15,134    
Other 200     -            -            200        200        

200$   -     $      26,246$  26,446$  23,552$  

Single-family Component
Category Par Market

1 2 3 Value Value

Investment agreements -     $  -     $      293,565$ 293,565$ 293,565$ 
Repurchase agreements -         53,825    -            53,825    53,825    

-     $  53,825$  293,565$ 347,390$ 347,390$ 



The Agency also purchases U.S. Government securities from certain financial institutions under

agreements whereby the seller has agreed to repurchase the securities at cost plus accrued inter-

est.  During the year ended June 30, 2001, the maximum amount invested in repurchase agree-

ments by the Agency was $40,185.  All repurchase agreements were invested overnight and

uncollateralized.

Pursuant to most bond resolutions, the Agency is required to maintain certain invested debt serv-

ice reserves with the Trustees to fund potential deficiencies in principal and interest required to be

paid in succeeding fiscal years.  These debt service reserve investments for the Multi-Family

Component (funded by bond proceeds) are included in the cash equivalents and investment bal-

ances above and aggregate approximately $87,939 and $109,368, respectively (market value) as

of June 30, 2001 and 2000, respectively.  The debt service reserve for many of the Multi-Family

issues is called the Housing Finance Fund or account.  The debt service reserve investments for

the Single-Family Component (funded by bond proceeds) are included above and aggregate

approximately $26,426 and $35,115, respectively, as of June 30, 2001 and 2000.  In addition to

the above investments, the debt service reserves may be satisfied with a Surety Bond issued by a

qualified insurer.  The Multi-Family component had $49,759 and $39,931 and the Single-Family

component had $46,435 and $41,526 of Surety Bonds outstanding as of June 30, 2001 and 2000,

respectively.

5. MORTGAGE LOANS RECEIVABLE

Single-Family Mortgage Component - Mortgage loans held by the Single-Family Mortgage

Component of the Agency have stated interest rates and are secured by first liens on the related real

p r o p e r ty.  The outstanding balances by type of loan as of June 30, 2001 and 2000 are as follows:

Multi-Family Housing Component - The Multi-Family Housing mortgage loans receivable as of June

30, 2001 and 2000 consisted of the following:

13 New Jersey Housing and Mortgage Finance Agency 

2001 2000

Mortgage loans receivable 1,229,819$ 1,260,603$ 
Unearned discounts - net (411)          (473)          
Loan origination costs - net 14,787       15,040       
Commitment fees - net (14,447)     (15,731)     
Allowance for loan losses (11,677)     (10,555)     

                            
1,218,071$ 1,248,884$ 

2001 2000

Mortgage loans subject to subsidy contracts under
  Section 8 of the United States Housing Act 464,419$   496,080$   
Mortgage loans subject to subsidy contracts under                             
  Section 236 of the National Housing Act 249,897     254,347     
Unsubsidized mortgage loans 363,996     289,931     
Government National Mortgage Association, 9.95% and 9.5%,                             
  maturity November 15, 2020 and November 15, 2027,                             
  respectively 5,208        5,251        

                            
1,083,520  1,045,609  

                            
Allowance for loan losses (20,002)     (40,097)     
Construction advances (undisbursed) 8,586        42,980       

                            
1,072,104$ 1,048,492$ 



Administrative Component - The Administrative mortgage loans receivable as of June 30, 2001 and

2000 consisted of the following:

These mortgage loans are repayable over terms originally up to 48 years and bear interest at rates

from 0% to 13.25% per annum.  Substantially all mortgage loans receivable are collateralized by

first mortgages on the property of the housing sponsors and contain exculpatory clauses with

respect to the liability of the principals of such housing sponsors.

Construction advances made from the proceeds of the sale of bonds and obligations are recorded

as mortgage loans receivable.  These funds are disbursed for construction costs, interest, carrying

fees, working capital advances and other project-related expenses.  Upon substantial completion

and occupancy of the project, amortization of the loan will commence.

6. DEBT SERVICE ARREARS RECEIVABLE

Debt service arrears consist of mortgage principal, interest payments and fees in arrears on per-

manently financed loans, net of the allowance for loan losses as described in Note 2.  The debt

service arrears receivable was $31,853 and $30,676 at June 30, 2001 and 2000, respectively.  The

debt service allowance for loan losses was $25,154 and $23,223, respectively, as of June 30, 2001

and 2000, respectively.  A subsidy payment receivable of $1,105 and $998 was due at June 30,

2001 and 2000.

The Agency requires FHA guarantees, VA insurance, private mortgage insurance, pool insurance

and other features to increase the security of Single-Family mortgage loans depending on the indi-

vidual bond resolution and individual mortgages.

For the Single-Family component, the Agency’s allowance is based on historical loss percentages

applied to all mortgage loan principal balances.  Accrued interest in excess of 180 days is fully

reserved.  On home improvement loans, the Agency provides an allowance for 10% of the princi-

pal in arrears and all interest in arrears over 90 days not deemed reimbursable from FHA Title One

Insurance.

For the Multi-Family Housing Component, the Agency’s policy is to provide an allowance for sub-

stantially all interest receivable on first mortgage loans when interest payments become past due,

except for Section 8 program loans for which no allowance is recorded.  An allowance of approxi-

mately $4,315 and $3,892 against interest receivable was recorded at June 30, 2001 and 2000,

respectively.  The balances of loans included in mortgage loans receivable for which an allowance
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2001 2000

Mortgage loans subject to subsidy contracts under
  Section 8 of the United States Housing Act 13,841$ 7,825$  
Mortgage loans subject to subsidy contracts under                     
  Section 236 of the National Housing Act 12,022  12,145  
Unsubsidized mortgage loans 38,015  35,641  
Unearned discounts - net (211)     (241)     
Unearned premiums - net 3          4          
Loan origination costs - net 193       239       
Allowance for loan losses (86)       (103)     

                    
Mortgage receivable - net 63,777$ 55,510$ 



has been recorded against interest receivable amounted to $70,038 and $78,878 as of June 30,

2001 and 2000, respectively.

7. SUPPLEMENTAL MORTGAGES AND OTHER LOANS

Certain projects have received supplemental mortgages and other loans from the Agency’s

Administrative Fund and/or from the State of New Jersey Bond and Housing Assistance Funds.  An

allowance for loan losses has not been provided on supplemental mortgages funded from the State

Bond and Housing Assistance Funds because the Agency is not obligated to repay the State until

the projects repay the Agency.

The supplemental mortgages and other loans receivable as of June 30, 2001 and 2000 consisted

of the following:

8. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment as of June 30, 2001 and 2000 is summarized as follows:

9. BONDS AND OBLIGATIONS

The Agency obtains funds to finance its operations through the sale of bonds and other obliga-

tions.  Interest on Agency bonds and obligations is payable quarterly or semiannually.  Amounts

used to fund financing are generated by the Agency from interest earned on mortgage loans,

home improvement loans and investments.  Generally, bond principal is due in annual or semian-

nual installments.  Term bonds are subject to redemption by application of sinking fund install-

ments.  Pursuant to the related bond and obligation resolutions, the Agency has authorized and

issued as of June 30, 2001 and 2000 the following bonds and obligations:
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2001 2000

Agency supplemental mortgages 126,026$ 78,350$  
HUD supplemental mortgages 881        881        
Loans to projects 11,723    11,767    
State of New Jersey supplemental mortgages 16,143    16,238    
Closing cost assistance loans 13,315    13,456    
Other 96,283    96,886    

                        
Total 264,371  217,578  

                        
Allowance for loan losses (69,856)   (41,643)   
Undisbursed supplemental mortgage proceeds (19,526)   (16,926)   

                        
174,989$ 159,009$ 

Estimated
2001 2000 Useful Lives

Land 2,367$  2,202$  
Leasehold improvements 165       -             2 years
Buildings and building improvements 12,207  12,191  25 years
Automobiles 327       210       3 years
Machinery and equipment 2,574    1,231    3-5 years
Furniture and fixtures 1,882    1,753    5 years
Construction in progress 5,814    5,279    -              

                    
25,336  22,866  

Less accumulated depreciation (6,744)   (3,807)   
                    

Property, plant, and equipment - net 18,592$ 19,059$ 



Single-Family Component -

The net proceeds of the aforementioned bonds and obligations were used to make loans to quali-

fied mortgage lenders, purchase eligible residential mortgage and home improvement loans and/or

establish debt reserve accounts.

The Home Buyer Revenue Bonds are separately secured, special and limited obligations of the

Agency payable solely from the revenues and assets pledged to the payment thereof.  The Home

Buyer Revenue Bonds are not payable from any of the funds or accounts established under any

other resolution of the Agency securing bonds and other obligations.  The full faith and credit of

the Agency is not pledged for the payment of the principal or redemption price of or interest on

the Home Buyer Revenue Bonds.

Multi-Family Housing Component Ð
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2001 2000
Amount Amount

Outstanding Outstanding

General Housing Loan Bonds*:
  1970 Series A, 4.50%, due 2001 to 2019 3,220$       3,325$       
  1971 Series A, 5.25% to 5.40%, due 2001 to 2019 24,945       26,060       
  1972 Series A, 5.65% to 5.80%, due 2001 to 2021 33,595       34,995       
  1972 Series B, 5.10% to 5.25%, due 2001 to 2021 34,175       35,155       

              
95,935       99,535       

              
Mortgage Revenue Bonds*, 1977 Issue A (Section 8               
  Assisted), 6.25%, due 2005 to 2020 -               45,385       
Mortgage Revenue Bonds*, 1977 Issue B (Section 236               
  Assisted), 6.375%, due 2002 to 2026 -               59,255       

              
Section 8 Bonds (Section 8 Assisted)*:               
  1991 Series A, 6.00% to 7.10%, due 2001 to 2012 63,885       66,205       
  1992 Series A, 7.55%, due 2001 to 2014 6,885        7,180        

              
70,770       73,385       

              
Section 8 Housing Revenue Bonds, 1982 Series A               
  (Norfolk Square), 12.46%, due 2001 to 2014 -               3,501        
Section 11(b) Mortgage Revenue Bonds, 1983 Series A               
  (Chestnut Street Housing Project), 10.00%, due               
  2001 to 2024 -               3,580        

Section 11(b) Multi-family Housing Revenue Bonds,               
  1983 Series A (Highview Terrace Project),               
  10.375%, due 2001 to 2025 2,910        2,935                      
Multi-family Housing Revenue Bonds, 1984 Series I               
  (Corinthian Towers Project), 10.50% to 11.75%,               
  due 2001 to 2025 -               9,505        

              
Multi-family Housing Revenue, 1985 Series I               
  (Roger Gardens Project), 9.60% to 11.40%, due               
  2001 to 2026 4,974        5,015        

Multi-family Housing Revenue Bonds:
  1985 Series B (Douglass Harrison Project), 9.25%
    to 10.625%, due 2001 to 2016 -               2,711        
  1989 Series I (Chestnut Park), 9.50%, due 2000 to 2019 -               3,595        

              
-               6,306        

              

2001 2000
Amount Amount

Outstanding Outstanding

Home Buyer Revenue Program Bonds, 3.7% to 7.9%,                             
  due 2000 to 2029 1,457,215$ 1,477,925$ 

                            
Total bonds and obligations 1,457,215  1,477,925  

                            
Unamortized discount -               -               

                            
Bonds and obligations - net 1,457,215$ 1,477,925$ 



The bonds and obligations marked with an asterisk (*) above are collateralized by:  (a) a pledge

of the full faith and credit of the Agency, (b) all mortgage repayments to the Agency of mortgage

loans financed by bonds or obligations pursuant to the respective Agency resolution, (c) all Agency

income resulting from fees and charges collected from sponsors of permanently financed projects

under the Agency resolutions pursuant to mortgages and net operating income from such financed

projects which the Agency may acquire title to, or take possession of, through protection and

enforcement, of its rights under mortgage agreements on such projects, (d) all mortgages pledged

as collateral under mortgage loans financed out of bonds or obligations pursuant to the respective

Agency resolution, and (e) the funds and accounts under the resolutions and investments thereof.
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2001 2000
Amount Amount 

Outstanding Outstanding

Multi-family Housing Revenue Refunding Bonds, 1991 Series I               
  (Presidential Plaza), 6.2% to 7.00%, due 2001 to 2030 131,145$   132,615$   

              
Rental Housing Revenue Bonds*:               
  1991 Series A, 6.50% to 7.25%, due 2001 to 2022 6,925        7,060        
  1991 Series B, 6.40% to 6.75%, due 2001 to 2022 13,325       13,585       
  1991 Series C, 6.50% to 7.10%, due 2001 to 2022 2,360        2,405        
  1991 Series D, 8.40% to 9.25%, due 2001 to 2022 5,085        5,170        
  1992 Series E, 8.10% to 9.00%, due 2001 to 2024 11,890       12,245       

              
39,585       40,465       

              
Housing Revenue Bonds:               
  1992 Series A, 6.40% to 6.95%, due 2002 to 2015 106,370     106,370     
  1992 Series B, 6.30% to 6.40%, due 2001 to 2002 3,335        9,135        

              
109,705     115,505     

              
Housing Revenue Refunding Bonds, 1992 Series One               
  6.0% to 6.70%, due 2001 to 2028 143,065     180,585     

Multi-family Housing Revenue Bonds:
  1995 Series A, 4.65% to 6.10%, due 2001 to 2030 147,135$   150,970$   
  1995 Series B, 4.70% to 6.20%, due 2001 to 2020 6,680        6,865        
  1995 Series C, 7.25%, due 2001 to 2012 2,045        2,160        
  1996 Series A, 4.90% to 6.25%, due 2002 to 2028 27,220       28,515       
  1996 Series B, 7.33% to 8.37%, due 2001 to 2028 15,015       15,585       
  1997 Series A, 4.15% to 5.65%, due 2001 to 2040 69,550       71,990       
  1997 Series B, 4.00% to 5.4%, due 2001 to 2028 11,365       11,535       
  1997 Series C, 6.32% to 7.42%, due 2001 to 2040 21,120       21,720       
  1999 Series A, 3.50% to 5.15%, due 2001 to 2030 23,150       29,850       
  1999 Series B, 3.40% to 4.70%, due 2001 to 2013 1,885        2,005        
  1999 Series C, 5.97% to 7.12%, due 2001 to 2030 5,740        5,805        
  2000 Series A1, 4.6% to 6.35%, due 2002 to 2032 32,105       32,105       
  2000 Series A2, 4.6% to 6.35%, due 2001 to 2029 2,965        2,965        
  2000 Series B, 4.5% to 6.25%, due 2000 to 2026 60,485       60,890       
  2000 Series C1, 8.38%, due 2001 to 2032 42,580       42,580       
  2000 Series C2, variable rate, due 2001 to 2032 15,000       15,000       
  2000 Series E-1, 4.30% to 5.75%, due 2001 to 2025 94,850       -               
  2000 Series E-2, 4.30% to 5.75%, due 2001 to 2025 10,215       -               
  2000 Series F, 7.93%, due 2001 to 2031 16,755       -               
  2000 Series G, 4.30% to 5.35%, due 2001 to 2013 3,185        -               

                            
609,045     500,540     

                            
Total bonds and obligations 1,207,134  1,278,112  

                            
Less unamortized discount/premium (339)          (417)          

Bonds and obligations - net 1,206,795$ 1,277,695$ 



All other bonds and obligations are separately secured, special obligations of the Agency and are

payable solely from the property pledged to the payment thereof.  These bonds are not payable

from any of the funds or accounts established under any other resolution of the Agency securing

bonds and other obligations. 

In August 2000, the Agency issued Multi-Family Housing Revenue Bonds 2000 Series E1, 2000

Series E2, 2000 Series F, and 2000 Series G  in the aggregate amount of $125,065 to provide

funds for first mortgage loans and to refund six existing multi-family bond issues.  The economic

gain on this transaction was approximately $9,200, and the difference between the reacquisition

price and the net carrying value of the refunded debt was $1,748, which is being deferred and

amortized using the straight-line method over the life of the refunded debt as a component of

interest expense. 

As of June 30, 2001 and 2000, there was $77,598 and $143,795, respectively, of undisbursed pro-

ceeds from the sale of bonds and obligations.  Such funds represent initial mortgage loan funds

committed to Multi-Family Housing sponsors authorized under various resolutions. 

Zero Coupon and Compound Interest Bonds - Zero coupon bonds and compound interest bonds do

not bear interest but instead accrete in value continuously until maturity.  Accretion, using the

effective yield method, is recorded as interest expense with a corresponding increase in the value

of the bonds outstanding. 

Future Principal and Interest Requirements - The approximate principal and interest pay m e n t s

required on outstanding bonds and obligations over the next five years and thereafter are as follows: 

The table above states principal at the amount when originally issued and interest at the amount

to be accreted by the respective maturity dates.  Accordingly, total principal above does not agree

with the bonds and obligation tables which state the bond amounts at their accreted value as of

June 30, 2001 and 2000.

10. FUNDS HELD IN TRUST FOR MORTGAGORS

Funds held by the Agency for its projects include proceeds from conversion of projects from non-

profit to limited-dividend status in the form of development cost and community development

escrows and unspent subsidies.  These funds are available to absorb initial operating deficits, con-

struction overruns, provide additional amenities to the projects, and for other contingencies.
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Single-family Multi-family
Mortgage Housing

Component Component
June 30, Principal Interest Principal Interest

2002 24,145$     80,995$     40,660$     75,053$     
2003 26,415       79,820       52,604       72,293       
2004 27,740       78,536       48,628       69,438       
2005 29,160       77,157       49,178       66,579       
2006 30,690       75,673       51,822       63,525       
Thereafter 1,319,065  1,003,830  963,903     652,570     

                                                        
1,457,215$ 1,396,011$ 1,206,795$ 999,458$   



Funds held in trust for mortgagors as of June 30, 2001 and 2000 include the following: 

11. MORTGAGOR ESCROW DEPOSITS

The Agency holds, in escrow, monthly deposits from the projects for payments of property and lia-

bility insurance, hazard insurance, payments in lieu of taxes, and major repairs and replacements

and undisbursed earnings.  Mortgagor escrow deposits as of June 30, 2001 and 2000 include the

following:

12. RETAINED EARNINGS

Restricted under Bond and Obligation Resolutions - As described in Note 2, monies within each

Bond and Obligation Fund are pledged as security for the respective bondholders, and thus are

restricted as to their application.
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2001 2000

Multi-family Housing Component - unspent subsidies 8,322$    8,164$    
                        

Administrative Fund (components included on the balance                         
  sheet category “Funds Held in Trust”):                         
  Community development escrows 5,957      6,563      
  Development cost escrows 29,187    32,447    
  Other funds held in trust 150,588  142,968  

                        
185,732  181,978  

                        
194,054$ 190,142$ 

2001 2000

Multi-family Housing Component 7,485$    7,234$    
                        

Administrative Fund:                         
  Reserve for repairs and replacements 173,746  167,227  
  Tax and insurance escrows 23,092    20,230    

                        
196,838  187,457  

                        
204,323$ 194,691$ 



Appropriated Administrative Fund Retained Earnings - Appropriated Administrative Fund retained

earnings are funds set aside by the Agency’s members for the following purposes:

13. PENSION PLAN

Salaried employees of the Agency are members of the Public Employees’ Retirement System of the

State of New Jersey (PERS), a cost-sharing multiple employer public retirement system.  PERS’

designated purpose is to provide retirement benefits and medical benefits for qualified retirees,

and other benefits to its members.  The payroll for Agency members of PERS for the years ended

June 30, 2001 and 2000 was approximately $12,112 and $11,138, respectively.

All Agency salaried employees are required as a condition of employment to be members of PERS.

The vesting and benefit provisions are set by N.J.S.A. 43:15A and 43:3B.  PERS provides retire-

ment, death and disability benefits, as well as medical benefits for certain qualified members.  All

Agency benefits vest after ten years of service, except for medical benefits which vest after 25

years of service.  Retirement benefits for age and service are available at age 60 and are generally

determined to be 1/60 of final average salary for each year of service credit, as defined.  Final

average salary equals the average salary for the final three years of service prior to retirement (or

highest three years’ compensation if other than the final three years).  Members may seek early

retirement after achieving 25 years of service credit or they may elect deferred retirement after
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For commitments to assist financially troubled projects with supplemental 
  mortgages that will be used to fund operating and debt service deficiencies 
  as well as to fund construction costs to rehabilitate some of the projects 21,360$  
To fund debt service arrearages, operating deficits or essential capital             
  improvements of any project that cannot fund these items from normal 
  project income 1,868      
For loans to rental projects meeting low and moderate income housing needs 3,420      
To fund potential loan losses on the Multi-family Bond Resolutions 5,700      
To create and administer a revolving loan program providing for the financing             
  of emergency and/or transitional housing developments 1,938      
To fund the Urban Home Ownership Recovery Program 36,279    
To fund the Equity Gap Program 135        
To fund the Royal Court Townhouses project 497        
To fund the Stockton Street Project 350        
To fund the Shore Easy Program 551        
For environmental remediation, life and safety repairs for the Amity Projects 400        
Fund the Life Safety Rehabilitation Program 50          
To fund the Community Loan Fund Grant 400        
To fund the ABC Corporation 4,300      
To fund the Non-Bond Multi-family Program 38,944    
To fund the Camden Initiative Program 1,486      
To fund the Funds remaining from Housing Revenue Refunding Bonds, 
  1992 Series One and 1992 Series A, B and D transferred to the 
  Administrative Fund and appropriated for  program purposes 30,600    
To fund the Miners Overlook Village Project 940        
To fund Developmentally Disabled Program 1,000      
To fund HOPE Program 500        
To fund Sweat Equity Program 300        
To fund Tax Certificate Redemption 106 N. Walnut 202        
For business consultants 466        
To fund Urban Statewide Acquisition Program 20,000    
To fund Neighborhood Revitalization Demonstration Rehab Program 10,000    
To fund Home Ownership for Permanency Program 4,000      
To fund Servicing Rights Purchase Fund 1,000      
To fund Local Initiative Support Corp. 1,300      
To fund Lanning Square West UHORP #229 100        
To fund Upstairs Downtown Program 3,442      

            
Total appropriated retained earnings 191,528$ 



achieving eight to ten years of service in which case benefits would begin the first day of the

month after the member attains normal retirement age.  The system also provides death and dis-

ability benefits.  Benefits are established by State statute.

Members are required by PERS to contribute 3% of their salary.  The Agency is required by state

statute to contribute the remaining amounts necessary to pay benefits when due.  The amount of

the Agency’s contribution is certified each year by PERS on the recommendation of the actuary

who makes an annual actuarial valuation.  The valuation is a determination of the financial condi-

tion of PERS.  It includes the computation of the present dollar value of benefits payable to former

and present members and the present dollar value of future employer and employee contributions,

giving effect to mortality among active and retired members and also to the rates of disability,

retirement, withdrawal, former service, salary and interest. 

Funding by the State and related employers is based upon annual actuarially determined percent-

ages of total compensation of all active members.  This amount approximates the actuarially

determined pension cost for the year, including amortization of prior service cost over 40 years. 

Contributions required and made for the years ended June 30, 2001 and 2000 were $424 and

$389, respectively, which was all contributed by the employees.

The Pension Benefit Obligation is a standardized disclosure measure of the present value of pen-

sion benefits, adjusted for the effects of projected salary increases and step-rate benefits, estimat-

ed to be payable in the future as a result of employee service to date.  The measure, which is the

actuarial present value of credited projected benefits, is intended to help users assess the PERS

funding status on a going-concern basis, assess progress made in accumulating sufficient assets to

pay benefits when due, and make comparisons among PERS and employers.  PERS does not make

separate measurements of assets and pension benefit obligations for individual employers.  The

benefit obligations were determined as part of the most recent annual actuarial valuation dated

June 30, 1999.  For the year ended June 30, 2000, the State portion of employer contributions

exceeded the annual required contributions as a result of legislation that was enacted (Chapter

114, P.L. 1997) authorizing the New Jersey Economic Development Authority to issue bonds, notes

or other obligations for the purpose of financing, in full or in part, the State of New Jersey’s por-

tion of the unfunded accrued liability under the State of New Jersey retirement systems.

Legislation passed in 1997 (Chapters 114 and 115, P.L. 1997) provided for the use of excess actu-

arial valuation assets to offset the required normal contribution of the State of New Jersey and the

local participating employees.  In addition, the employee contribution rate was reduced from 5

percent to 3 percent for calendar year 2000 and 2001. Due to the recognition of the bond pro-

ceeds and the change in the asset valuation method as a result of enactment Chapters 114 and

115, unfunded accrued liabilities of the System were eliminated except for the unfunded liability

for local early retirement incentive benefits.  Prior to Chapters 114 and 115, the System had a

$168,337 unfunded liability for such benefits.

At the State of New Jersey level, the actuarial value of total assets was $8,879,809; the actuarial

accrued total liability was $7,823,465; the surplus over actuarial accrued liability was $1,056,344;
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the funded ratio was 113.5 percent; the covered payroll was $2,928,470 and the actuarial surplus

as a percentage of covered payroll was 36.1 percent.  At the local level, the actuarial value of total

assets was $13,170,767; the actuarial accrued total liability was $11,162,739; the surplus over

actuarial accrued liability was $2,008,027; the funded ratio was 117.9 percent; the covered payroll

was $4,655,241 and the actuarial surplus as a percentage of covered payroll was 43.1 percent.

A variety of significant actuarial assumptions are used to determine the valuation of the pension

benefits obligation, including (a) an assumed discount rate of 8.75 percent, which is in excess of

the current prevailing market rate, (b) projected salary increases, including inflation, merit and

productivity of 2.4 to 8.75 percent.  Mortality, vestings, retirement age and withdrawal estimates

are based upon tables supplied by the Plan actuary.

14. COMMITMENTS AND CONTINGENCIES

On March 15, 1994, the Agency entered into an Advances, Collateral Pledge and Security

Agreement (the “Agreement”) with the Federal Home Loan Bank.  As of June 30, 2001 and 2000,

the available line of credit was $18,306 and $18,637, respectively, of which none was outstanding. 

The Agency is a defendant in various legal actions arising in the ordinary course of business.  The

Agency is represented in these actions by the Attorney General of the State of New Jersey, acting

as general counsel to the Agency, and by counsel to the Agency’s various insurers.  In the opinion

of management, the ultimate disposition of these legal actions will not have a material adverse

effect on the Agency’s financial position. 

15. SUBSEQUENT EVENT

The Agency’s Board of Directors is expected to authorize a Preliminary Official Statement for the

issuance of Multi-Family Housing Revenue Bonds 2001 Series under the Resolution on or about

August 23, 2001, contingent upon the approval of the Acting Governor.
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Schedule 1

NEW JERSEY HOUSING & MORTGAGE FINANCE AGENCY

SINGLE-FAMILY MORTGAGE COMPONENT
BALANCE SHEETS
JUNE 30, 2001 AND 2000
(In Thousands)

2001 2000
Home Buyer Home Buyer

Revenue Bond Revenue Bond
Resolution Resolution

ASSETS:
  Cash and cash equivalents, 
    substantially restricted 25,676$     41,727$     
  Investments, substantially restricted 347,390     306,181     
  Accrued interest receivable on investments 5,257        4,617        
  Mortgage loans receivable - net 1,218,071  1,248,884  
  Debt service arrears receivable - net 6,534        7,074        
  Due from loan servicers and insurers 4,030        4,135        
  Deferred charges - bond issuance costs, net 9,132        9,112        
  Real estate owned 3,039        3,349        
  Other assets 360           382           

                      
TOTAL ASSETS 1,619,489$ 1,625,461$ 

                    
LIABILITIES AND RETAINED EARNINGS                     

              
LIABILITIES:                     
  Bonds and obligations - net 1,457,215$ 1,477,925$ 
  Accrued interest payable on bonds and obligations 20,320       20,700       
  Other liabilities 2,018        1,366        
  Due to other funds 6,247        5,824        
                        
           Total liabilities 1,485,800  1,505,815  
                      
RETAINED EARNINGS:                     
  Restricted under bond and obligation resolutions 133,689     119,646     
  Appropriated retained earnings -               -               

                    
           Total retained earnings 133,689     119,646     

                    
TOTAL LIABILITIES AND RETAINED EARNINGS 1,619,489$ 1,625,461$ 
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Schedule 2

NEW JERSEY HOUSING & MORTGAGE FINANCE AGENCY

SINGLE-FAMILY MORTGAGE COMPONENT
INCOME STATEMENTS
YEARS ENDED JUNE 30, 2001 AND 2000
(In Thousands)

2001 2000
Home Buyer Home Buyer

Revenue Bond Revenue Bond 
Resolution Resolution

REVENUES:
  Interest income:
    Mortgage loans 86,669$  86,211$  
    Investments 22,686    24,229    
  Other income - net             96          

                        
          Total revenues 109,355  110,536  

                        
EXPENSES:                         
  Interest 83,235    86,241    
  Insurance costs 1,522      1,637      
  Servicing fees and other 4,385      4,333      
  Salaries and related benefits 1,741      1,817      
  Professional services and financing costs 234        259        
  General and administrative expenses 1,098      1,007      
  Loss on sale of real estate owned 1,894      1,102      
  Provision for loan losses 786        2,641      

                        
          Total expenses 94,895    99,037    
                            
          Operating income before extraordinary items 14,460    11,499    

                        
Extraordinary items -                         
  Loss on early extinguishment of debt 712        4,585      
                          
           Operating income after extraordinary items and 
             before operating transfers 13,748    6,914      

                        
Operating transfers - net 295        -            

                        
Net income 14,043    6,914      

                        
Retained earnings,                         
  beginning of year 119,646  112,732  

                        
Retained earnings,                         
  end of year 133,689$ 119,646$ 
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NEW JERSEY HOUSING & MORTGAGE FINANCE AGENCY

MULTI-FAMILY HOUSING COMPONENT
BALANCE SHEETS
JUNE 30, 2001 AND 2000
(In Thousands)

General
Housing 1981-A&B,

Loan 1983-A 1985-I 1991-AS8
Bond Highview Roger and
Funds Terrace Gardens 1991-I 1992-AS8

ASSETS:
  Cash and cash equivalents,
    substantially restricted 6,359$     275$       -     $    4$            -     $        
  Investments, substantially                                      
    restricted 27,465     173         998      7,842       20,938     
  Accrued interest receivable                                      
    on investments               4             15        81            223          
  Mortgage loans receivable - net 83,605     2,788      4,994   124,869   62,068     
  Debt service arrears receivable - net (62)           -              -           -               863          
  Deferred economic loss on 
   defeasance of bonds -               -              -           -               -               
  Deferred charges - bond                                                                  
    issuance costs - net -               -              -           -               635          
  Other assets -               -              -           -               -               
                                                                   
TOTAL ASSETS 117,367$ 3,240$    6,007$ 132,796$ 84,727$   

                                                                 
LIABILITIES AND RETAINED                                                                  
  EARNINGS                                                                  

                                                                 
  LIABILITIES:                                                                  
    Bonds and obligations - net 95,935$   2,910$    4,974$ 131,145$ 70,770$   
    Accrued interest payable                                                    
      on bonds and obligations 868          51           -           1,522       816          
    Advances from the State of                            -                                       
      New Jersey for bond and                                                                  
      housing assistance 1,779       -              -           -               -               
    Minimum escrow requirement 689          26           -           -               861          
    Funds held in trust for mortgagors 4,979       -           -               (501)         
    Mortgagor escrow deposits 7,485       -              -           -               -               
    Other liabilities               17           -           -               -               
    Due to HUD after due to other funds 317         -           -               -               
    Due to other funds 617          -              -           3              25            
                                                                   
           Total liabilities 112,352   3,321      4,974   132,670   71,971     

                                                                 
  RETAINED EARNINGS:                                                                  
    Restriction under bond and                                                                  
      obligation resolutions 5,015       (81)          1,033   126          12,756     

-               -              -           -               -               
                                                                 

           Total retained earnings 5,015       (81)          1,033   126          12,756     
                                                                 

TOTAL LIABILITIES AND                                                                  
  RETAINED EARNINGS 117,367$ 3,240$    6,007$ 132,796$ 84,727$   
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Schedule 3

Rental 2001 2000
Housing Total Total
Revenue Multi- Multi-

Bonds 1992-A-D 1992-I 1995 family family

111$      23,700$   1$            61,782$        92,232$           76,208$      
                                                                                 

15,486   24,149     29,779     84,980          211,810           344,563      
                                                                                 

160        512          283          1,078            2,356               4,571          
29,644   105,491   147,178   511,467        1,072,104        1,048,492   

69          -               -               226               1,096               1,151          

-             -               -               11,820          11,820             10,772        
                                                                                 

577        1,107       -               4,341            6,660               7,069          
-             -               -               283               283                  179             

                                                                                                  
46,047$ 154,959$ 177,241$ 675,977$      1,398,361$      1,493,005$ 

                                                                                                  
                                                                                                  
                                                                                                  
                                                                                 
                                                                                 

39,180$ 109,771$ 143,065$ 609,045$      1,206,795$      1,277,695$ 
                                                                                                  

515        1,249       1,531       5,991            12,543             15,664        
                                                                                                  
                                                                                                              

-             -               -               -                   1,779               1,779          
305        1,144       1,763       3,942            8,730               8,228          

3,844     -               -               -                   8,322               8,164          
-             -               -               -                   7,485               7,235          

2            -               -               908               927                  1,148          
-             -               -               -                   317                  623             

1,175     432          803          3,656            6,711               4,824          
                                                                                                  

45,021   112,596   147,162   623,542        1,253,609        1,325,360   
                                                                                                  
                                                                                 
                                                                                                  

1,026     42,363     30,079     52,435          144,752           167,645      
-             -               -               -                   -                       -                  

                                                                                                  
1,026     42,363     30,079     52,435          144,752           167,645      

                                                                                                  
                                                                                                  

46,047$ 154,959$ 177,241$ 675,977$      1,398,361$      1,493,005$ 
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NEW JERSEY HOUSING & MORTGAGE FINANCE AGENCY

MULTI-FAMILY HOUSING COMPONENT
INCOME STATEMENT
YEARS ENDED JUNE 30, 2001 AND 2000
(In Thousands)

General
Housing 1983-A 1983-A

Loan 1982-A 11(b) 11(b) 1984-I
Bond Norfolk Chestnut Highview Corinthian
Funds 1977-A 1977-B Square Street Terrace Terrace

REVENUES:
  Interest income:
    Mortgage loans 4,562$    508$         311$      73$      139$     291$    162$         
    Investments 844         1,156        934        55        137       -           146           

                                                                                      
           Total interest income 5,406      1,664        1,245     128      276       291      308           

                                                                                      
  Fees and charges 893         54             30          -          -            -           -                
  Other income - net 150         -               -             -          -            -           -                
  Unrealized appreciation in investment                                                                          
    securities 20           (215)         (82)         -          -            -           -                

                                                                                      
           Total revenues 6,469      1,503        1,193     128      276       291      308           

                                                                                      
EXPENSES:                                                                                       
  Interest 5,274      952           1,266     146      119       303      352           
  Insurance costs -              -               -             -          -            -           -                
  Services fees and other -              -               -             -          -            -           -                
  Salaries and related benefits 738         -               -             -          -            -           -                
  Professional services and                                                                                            
    financing costs 149         -               -             -          -            -           -                
  General and administrative                                                                                       
    expenses 234         -               -             -          1           -           -                
  Amortization of economic loss on 
    defeasance of bonds
  Provision for loan losses 161         -               -             -          -            -           -                
                                                                                        
           Total expenses 6,556      952           1,266     146      120       303      352           

                                                                                      
           Operating income (loss)                                                                                       
             before extraordinary item (87)          551           (73)         (18)      156       (12)       (44)            
                                                                                       
  Extraordinary item - loss on early                                                                                       
    extinguishment of debt -              -               -             -          -            -           -                

                                                                                      
           Operating income (loss) after                                                                                       
             extraordinary item and                                                                                       
             before operating transfers (87)          551           (73)         (18)      156       (12)       (44)            

                                                                                      
OPERATING TRANSFERS - Net 54           (30,505)    (7,004)    (500)    -            -           (1,415)       
                                                                                        
NET INCOME (LOSS) (33)          (29,954)    (7,077)    (518)    156       (12)       (1,459)       

                                                                                      
RETAINED EARNINGS,                                                                                       
  BEGINNING OF YEAR 5,048      29,954      7,077     518      (156)      (69)       1,459        

                                                                                      
RETAINED EARNINGS,                                                                                       
  END OF YEAR 5,015$    -     $         $         -     $   -     $     (81)$     -     $         
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Schedule 4

1981-A&B, Rental 2001 2000
1985-I Housing 1991-AS8 Housing Total Total
Roger Revenue and Revenue Multi- Multi-

Gardens Bonds 1991-I 1992-AS8 Bonds 1992-A-D 1992-I 1995 family family

499$       98$        8,783$    5,969$      2,793$    9,039$      10,617$    37,932$      81,776$         84,112$      
92           (67)         591         1,341        592         2,925        2,980        11,263        22,989           21,374        
                                                                                                                                                      

591         31          9,374      7,310        3,385      11,964      13,597      49,195        104,765         105,486      
                                                                                                                                                      

-              3            135         40             179         728           1,304        2,542          5,908             5,665          
-              -             -              -                -              -                -                304             454                216             

                                                                                                                                                      
-              126        -              -                72           740           -                79               740                (515)            

                                                                                                                                                      
591         160        9,509      7,350        3,636      13,432      14,901      52,120        111,867         110,852      

                                                                                                                                                      
                                                                                                                                                      

533         206        9,186      5,010        3,160      7,789        10,801      35,971        81,068           83,242        
-              -             -              -                -              -                -                512             512                440             
-              -             270         -                -              -                -                13               283                283             
-              -             -              30             85           553           1,045        3,381          5,832             4,899          

                                                                                                                                                                  
-              -             7             13             19           49             63             439             739                866             

                                                                                                                                                               
-              -             -              10             27           176           333           1,157          1,938             2,954          

700             700                632             
-              -             -              -                (22)          5               -                3,024          3,168             (3,665)         

                                                                                                                                                      
533         206        9,463      5,063        3,269      8,572        12,242      45,197        94,240           89,651        

                                                                                                                                                      
                                                                                                                                                      

58           (46)         46           2,287        367         4,860        2,659        6,923          17,627           21,201        
                                                                                                                                                      
                                                                                                                                                      

-              -             -              -                -              -                -                -                  -                     (4,804)         
                                                                                                                 -                                      
                                                                                                                                                      
                                                                                                                                                      

58           (46)         46           2,287        367         4,860        2,659        6,923          17,627           16,397        
                                                                                                                                                      

-              (5,029)    -              -                4             -                -                3,875          (40,520)          (42,431)       
                                                                                                                                                      

58           (5,075)    46           2,287        371         4,860        2,659        10,798        (22,893)          (26,034)       
                                                                                                                                                      
                                                                                                                                                      

975         5,075     80           10,469      655         37,503      27,420      41,637        167,645         193,679      
                                                                                                                                                      
                                                                                                                                                      

1,033$    -     $      126$       12,756$    1,026$    42,363$    30,079$    52,435$      144,752$       167,645$    




